MONTANA BOARD CF HOUSI NG
TERVE AND CONDI TI ONS OF THE
2004 SINGLE FAM LY BOND PROGRAM

January 15, 2004

(1) Each Mortgage Loan shall be either insured by FHA under Section 203(b) of the
Nat i onal Housing Act, guaranteed by RD under Title V of the Housing Act of 1949 or
guarant eed by the VA under Section 810, Chapter 37 of Title 38, U S Code.

(2) The fixed rate of interest on the Mrtgage Loans shall be set by the Board. Two
rates will be established. One with points paid by MBCH rat her than the borrower,
currently 5.25% and a slightly lower rate, currently 5.125% In the case of the |ower
rate, the borrower pays up to two points(one percent origination fee and one percent
di scount fee)(rate is subject to change at Board's discretion).

(3) The term of the Mrtgage Loans shall be 30 years and such Mortgage Loans shal
provide for conplete anortization by maturity by equal nonthly payments of principal and
i nterest.

(4) The Servicer may deduct a nonthly servicing fee at the annual rate of

t hr ee- hundr ed- sevent y-five t housandt hs of one percent (.375% of the outstanding principa
bal ance of Mrtgage Loan. The servicing fee factor will be deternined by the interest
rate. The factor for the 5 25%rate is .07143 and the 5.125% factor is .07317.

(5) The acquisition cost of a Residence being financed by a Mrtgage Loan shall include
cost of completing the residence and unpaid SID assessnents and nmust not exceed the limts
on Exhibit B.

(6) Except for Mrtgage Loans on Residences |ocated in certain targeted areas, the
nortgagor shall not have owned a principal residence at any time during the three-year
peri od preceding the date of execution of the Mrtgage Loan

(7) The three-year prior homeownership requirenment is not applicable in certain targeted
areas. Targeted areas are defined in Section 143 of the Internal Revenue Code of 1986, as
anmended, to include census tracts with popul ation and i ncorme characteristics specified and
ot her areas of chronic econonic distress meeting criteria set forth and approved as
targeted areas by the Secretaries of the United States Departnent of Treasury and
Department of Housing and W ban Devel opment. The following areas are currently designated
by the Board as Targeted Areas.



Bl ai ne County Sanders County

Deer Lodge County Si | ver Bow County

FI at head County Dani el s Co- Census Tract 9402
M neral County Sheri dan Co- Census Tract 9402
M ssoul a County Cty of Geat Falls

Chot eau Co- Census Tract 9401 Yel | owst one Co- Census Tract 0003

(8) The Residence to be financed shall be occupied as the nmortgagor's principa
resi dence, and no nore than 15%of the total area of the residence may be used in a trade
or busi ness.

(9) Refi nanci ngs of existing Mirtgage Loans are not eligible for purchase by the
Board. Refinancings of construction period |oans or other interimfinancings which have a
termof 24 nonths or | ess are not considered refinancings of existing Mrtgage Loans.

(10) Recapture tax provisions will apply.
(11) A nortgagor can be obligated on only one Montana Board of Housing |oan at a time.

(12) Al bond proceeds avail able to purchase Mrtgage Loans will be placed in a pool
Mortgage Lenders nay reserve funds in this pool on a |oan-by-1oan, first-cone,
first-served basis. An eligible Mrtgage Lender desiring to reserve funds nust submt
(1) the Mortgage Loan Reservation/ Confirmati on Report (BOH Form99); (2) a copy of an
executed FHA RDY VA Loan Application or other conplete | oan application used by the
Mortgage Lender; (3) verification of Annual Famly Income; (4) a copy of an executed
Buy/ Sel | Agreenent; and (5) signed Recapture Notice to Mrtgagor. Upon receipt of such
docunents or equivalent information electronically through "Lender-On-Line" over the
Internet, the Board may reserve bond proceeds for 120 days to acquire Mortgage Loans on
exi sting housing and 180 days to acquire Mrtgage Loans for new construction. Such period
may be extended upon paynent of an additional one-fourth of one percent (0.25% for each
30-day extension, which shall only be paid by the Mrtgage Lender

(13) For purposes of applying the federal incone requirenents, the "Actual G oss Annua

I ncome" of a nortgagor is the nortgagor's annualized gross income. Annualized gross

i ncorme includes any and all incone of the nortgagors and any ot her person who is expected

to both live in the financed Resi dence and to be secondarily liable on the Mrtgage Loan
(Exhibit | to the Moirtgage Purchase and Servicing Quide)l ocated at

http://commer ce. state. ni. us/ housi ng/ Hous Prog FLP Sappl s.htnh is meant to hel p aid Mrtgage
Lenders in determning income. The maximumfam |y incorme for all nortgagors in targeted

and non-targeted areas, as the case may be, has been established by the Board as set forth

in Exhibit A hereto.

(14) The Board will purchase Mrtgage Loans originated with no points at 102% of the face
val ue of the Mortgage Loan or will purchase at one hundred percent (100% of the face
amount of the Mortgage Loan, Mrtgage Loans originated with two points(The Mrtgage Lender
may charge an origination fee of one percent (1% of the face anount of the Mrtgage Loan
and may charge a discount fee of one percent (1% of the principal anmount of the Mrtgage
Loan).In either case, no additional points may be charged for the origination of the
Mortgage Loan. Additionally, if the reservation is cancelled a one half percent (.5%
cancellation fee may be charged to the Lender



(15) |If a Mrtgagor cancels a conmitment or reservation for a Mrtgage Loan under any
ot her program of the Board, said Mdrtgagor will not be allowed to participate in the
Board' s 2004 Single Fam |y Bond Program

(16) Mort gage Loans shall be tendered for sale to the Board within 45 days foll ow ng
execution of the note by the nortgagor. |If the Mrtgage Lender fails to deliver such

| oans within 45 days after origination, the purchase price will be reduced by one-half of
one percent (0.50% for each 30 days the loan is not delivered. To determ ne the accrued
interest for purchase and interest on nonthly nortgage paynments, nmultiply the nunber of
accrual days by the outstanding principal balance, and divide by the 360 day factor which
is 7024.39 for the 5. 125%rate and 6857.14 for the 5. 25%rate (rate subject to change at
Board's discretion). To deternine the accrued interest for payoff, nmultiply the nunber of
accrual days by the outstanding principal balance, and divide by the 365 day factor which
is 7121.95 for the 5.125% rate and 6952.38 for the 5.25%rate (determned by the rate
chosen by the Board). The nonthly remttances and payoffs can be wired or ACHed to:

W RES: Wl ls Fargo Bank Wst, N A
ABA#091000019
For Deposit to CK ACCT #0001038377
Credit: Montana Board of Housing
Servicer (3 digit #)

Send only one wire (all series conbined) for each remttance nade during the nonth. You
nmust conplete the MBCH Remittance Detail Fax formlisting the individual remttance
amounts for each series (even if remtting only one series). Fax the formto both Vells
Fargo and to the Montana Board of Housing. See the Remittance Detail Fax formfor the
appropriate fax numbers.

ACH: Wl ls Fargo Bank Wst, N A
ABA#091000019
CK ACCT #0001038377
CR ACCT: Mr BD OF HSG (Position 55-76; 22 characters)
Servicer (3 digit #) (Position 40-54; 15 characters)

Send only one ACHremttance (all series conbined) for each renittance nmade during the
nmonth. You nust conplete the MBOH Remttance Detail Fax formlisting the individua
remttances for each series (even if remtting only one series). Fax the formto both

Wl ls Fargo and to the Montana Board of Housing. See the Renmittance Detail Fax formfor
the appropriate fax nunbers.

Mort gage Lenders will be required to provide the Board with infornation regardi ng Mrtgage
Loans when requested by the Board to conply with the requirenents of the Internal Revenue
Code of 1986, as anended, and the regul ati ons promul gated t her eunder




EXHBIT A

Maxi mum I nconme Limts As O February 17, 2004

Smal | ** / Lar ge***
PROGRAM ELIG@BILITY (Recapture Limts equal ProgramLinits)
Area
Bi I 1ings/ Yel | owst one $53,600 / $61, 640
(Census Tract 003)* 64, 320 / 75, 040
Bl ai ne* 57,000 / 66, 500

Chot eau Co- Census Tract 9401* 57,000 / 66, 500
Dani el s Co- Census Tract 9402* 57,000 / 66, 500

Gty of Geat Falls* 57, 000 / 66, 500
Deer Lodge County* 57,000 / 66, 500
FI at head Count y* 57,000 / 66, 500
Gl latin County 56,000 / 64, 400
H 1l County* 57,000 / 66, 500
Jef ferson County 53,200 / 61, 180
Lewis & dark County 55,000 / 63, 250
M neral Count y* 57, 000 / 66, 500
M ssoul a Count y* 63, 360 / 73, 920
Rosebud County 47,900 / 55, 085
Sheri dan Co- Census Tract 9402* 57,000 / 66, 500
Sanders Count y* 57,000 / 66, 500
Si | ver Bow Count y* 57,000 / 66, 500
Stillwater County 58,900 / 67, 735

Q her Counties and Areas 47,500 / 54, 625

*Targeted Areas
**Spal | household is defined as two persons or |ess
***| arge household is defined as three persons or nore

EXHBIT B

Maxi mum Purchase Price Limts (2/17/04)

Ar ea Exi sting Maxi mum Cost f or
New Construction

Maxi mum Mort gage for
New Construction**

St at ewi de (Al Counti es) $160, 176 $189, 682
4

$160, 176



**Maxi mum Mortgage Limts for Existing hones are the Purchase Price Linmts



